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INDEPENDENT AUDITORS® REPORT

To the Board of Education
Gogebic-Ontonagon Intermediate Schoal District
Hergland, Michigan

We have audited the accompanyin g financial statements of the povernmental activities, each major fund,
and the aggregate remaining fund information of the Gogebic-Ontonagon Inlermediate School District
{"District"} as of and for the year cnded June 30, 2007, which collectively comprise the District's basic
financial staterments as listed in the table of contents. These financial stalements are the responsibility of

the District's Board of Education and management, Our responsibility is to express an opinion on these
(inancial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Sandards,
issued by the Comptroller General of the United States. Those standards reguire that we plan and
perform the audil to obtain reasonable assurance about whether the financial stateinents are free of
material misstatement. An audit ineludes cxaminmg, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by the Distriet's Board of Education and management, as well as

evaluating the overall financial siatement presentalion. We believe that our audit provides a reasonab)e
basis for our opinions.

In cur opinion, the financial statcments referred 10 sbave present fairly, in all material respects, the
respective financial position of the governmental activitics, each major fund, and the agpregate
remaining fund information of the Gogebic-Onto nagon Intermediate School District as of June 30, 2007,
and the respective changes in financial nasition and cash flows, where applicable, thereof for the year
then ended, in couformity with aceounting principles penerally accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated October 3§,
2007, on our consideration of the District's interal control over financial reporting and our tests of jts
compliance with cenlain provisions of laws, regulations, contracts and prants agreements and other
malters. The purpose of that report is 1o describe the seope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. ‘That report is an integral part of an audit

performed in accordance with Goverantent ducdit trg Stendards and should be considered in assessin e the
results of cur audit,

The Management’s Diiseussion and Anal ¥sis and the required supplemental information identified in the
table of contents arc not a required part of the basic financial statements but is supplementary
infarmation required by accounting principles generally accepted in the United States of America. W c
have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the supplemental information. However, wa
did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements. The accompanying schedule of federal
awards is presented for purposes of additional analysis as required by U.8. Qffice of Management and
Budget Circular A-133, dudits aof States, Local Governments, and Non-Frofit Oreanizations, and is nota
required part of the basic financial statements. Such information has been subjected to the avdiling
procedures applied in the audit of the basic financial statements and, i1 our opinien, is fairly stated in all
matetial respects in relation to the basic financial statements taken as a whale,

fg.,ﬂﬁﬂge«ﬁ@%ﬂma éa %

AMDERSON, TACKMAN & COMPANY, PLC
Certified Public Accountants

Iron Mountain, Michigan
October 31, 2007



Gopebic-Ontonagen Intermediate School District
Management Discussion and Analysis
(Unaundiled)

For the Fiscal Year Ended June 30,2007

{ogebic-Ontonagon Intermediate School District’s Management Discussion and Analysis ig
intended to assisi the reader to focus on signilicant financial issues, provide an overview of the
District’s financial aclivity, and identify changes in the District’s financial pasition including its
ability to address the next and subsequent years’ challenges. It also identifies any mauterial
deviations from the financial plan and identifies individual fund 1ssucs or concerns. This is a
requirement of the Governmenial Accounting Standards Board Statement No. 34 {GASB 34)
“Basic Financial Statements — and Management’s Discussion and Analysis - for State and Local

Govermnments™ and is intended to provide the finaneial results for the fiscal year ending June 30,
2007,

Management’s Discussion and Analysis fMD&A)
{Required Supplemental Information)

Basic Financial Statements

District-Wide Financial Statements Fund Financial Statements
Notes to the Basic Financial Statements

(Required Supplemental Information)
{other than MD&A expanded)

As mentioned, GASB 34 requires the presentation of two basic types of financial statements:
Distric1-Wide Financial Statements and Fund Financial Statements

District-Wide Financial Statements

The District-Wide Financial Statements provide a perspective of the District as a whole. These
financial staternents use the full accrual basis of accounting similar to private sector companies.
There are two District-Wide Financial Stalements: the Statement of Net Assets and the
Statement of Activities.

The Statement of Net Assets combines and consolidates governmental funds: current financial
resources (short-term available resources) with capital assets and long-term obligations,
regardless of their current availability.

Consistent with the full accrua) basis method of accounting, the Slatement of Activities accounts
for current year revenues and expenses regardiess of when cash is received or pajd. The intent

of this statement is to summarize and simplify the user’s analysis of the costs of various District
Serviccs.
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(Gogebic-Ontonagon Intermediate School District
Management Discussion and Analysis
(Unaudited)
For the Fiscal Year Ended June 30, 2007

Fund Financial Statements

The Fund Financial Statements are similar to financial presentations of years past, but the new
focus 1s on the District’s Major Funds rather than fund types as in the past. The two Account
Groups: General Fixed Asscts and General Long-Term Debt are no longer reported. Consislent
with previous years, the fund statcments are reported using the modified accrual method of
accounts. Under this basis of accounting, revenucs are recorded when received, except when
they are measurable and available and therefore represent resources that may be appropriated.
Expenditures are accounted for in the period those goods and services arc used in school
programs. In addition, capital asset purchases are expensed and not recorded as an asset. Debt

payments are recorded as expenditures in the current vear, and future debt obligations are not
recorded.

Fund types include the General Fund, Special Education Fund, and Vocationat Education Fugd.
The General Fund, Special Education Fund, and Vocational Education Fond arc used primarily
to account for the general education requirements of the District. Its revenues are derived fromn
property taxes, statc and federal distributions and grants, and other intergovernmental revenues.



Gogebic-Ontonagon Intermediate School District
Management Discussion and Analysis
{Unaudited)
For the Fiscal Year Ended Fune 30, 2007

Financial Analysis of the District as a Whaole

Summary of Net Ausets

June 3G, 2007 June 30, 2006
Assets;
Current assuts 3 1,545,813 b 1,156,803
Net capital assets 476354 _ 481,317
Tetal assets 2022 189 1638210
Liabilifies:
Current ligbilities 426,812 327968
Long term liabilities _ LEY 934 208,584
Toial liakflities __ 616746 . 53552
MNet Assets:
Invested in capital assets, net of related dett 31415 316,378
Linresiricted _ 1,094 008 785,250
Total net assets . 1Ags473 —__Llo16sg
Total Net Asscis and Liahitities 5 2,072,169 F_ 1,638,210

The School District’s net assets totaled $1.405,423 at June 30, 2007, compared to $1,101.658 at

June 30, 20606. Total net assets can be separated into two categories: invested in capital assets,
nel of related debt and unrestricted assets.

Net capital assets are a combination of funds available for capital assets less accumulated
depreciation and related debt. The original cost of capital assels was $780.448 at June 30, 2007,
and 3728,623 a June 30, 2006, The accumulated depreciation is the accumulation of
depreciation expense since acquisition. In accordance with Generally Accepted Accounting
Frinciples (GAAP), depreciation expense is recorded on the original cost of ihe asset, less any
estimated salvage value, expensed over the estimated use lifc of the assets. Total accumulated
depreciation was $304,094 al June 30, 2007, and $307,306 at June 30, 2006. Tota] debt related
to capital assets was $164,939 at June 30, 2007, and $164,939 at June 30, 2006.
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Gogebic-Ontonagon Intermediate Schoo! District
Marnagement Discussion and Analysis
{Unaudited)
For the Fiscal Year Ended June 30, 2007

The remaining balance in unrestricted assets represents an excess balance of 1,094,008 at June
30, 2007, and $785,280 at Junc 30, 2006,

The 1esulls of this year’s operations for the School District as a whole are reported in the
Statement of Activitics. A summary of the District-Wide results of operations for the years
ended June 30, 2007 and June 30, 2006 is as follows:

Jume 30, 2007 June 30, 2006

Program revenue

Operating grants - federal state local 1,499,774 1,358,313

Total program revenue 1,499 774 1,558,313
Creneral rovenue

Property taxes levied for general opurations 2082122 1,957,023

State of Michigan aid, unrestrigted 1,283,002 1,227,582

Ohther- Federal, siate and 1ocal 191,161 120,408

Total general revenue - 3,556,285 3305013

Total revenue 5,056,059 L A4863.306
Expenses

Insiruction 1,272,018 1,389,002

Suppor serviges 3,427,937 3,461,592

Interest on long term debt 6,212 6.4

Diepreciation (unzllocated) _ 46,107 45,193

Total expenses 4. 752,204 4,902,701
increase in net assets 303,765 {39,375
Net Assets July | _ L1 638 1,141,033
Net Assets June 30 k] 1,405,423 3 1,100 658




Gogebic-Ontonagon Intermediate School District
Management Discussion and Analysis
(Unaudited)

For the Fiscal Year Ended June 30, 2007

GOVERNMENTAL FUNDS FINANCIAL IIIGHLIGHTS

The overall condition of the governmental funds has incressed during the fiscal vear June 30,
2007, and decreased during June 30, 2006 fiscal year. Several factors that contributed to the
situation include increase in property taxes, operating grants and other revenue totaling
$212,349. Expenditures decreased by $170,085 mainly from decreases in instruction and an
increase in special education payments to local districts.

MAJOR GOVERNMENTAL FUNDS BUDGETING AND OPERATING HIGHLIGHTS

The District's budpets are prepared according to Michigan law and are initially adopted prior to
July 1 of each year, before student enrollment counts are known, Therelore, it is expected that
there will be changes between the initial budpet and subscquent budgets, as actual enrollments
are known. The most signilicant fund budgeted is the General Fund, Special Education Fund,

and Vocational Education Fund. The fund’s operating budgets were amended three times
during the fiscal year.

General Fund Operations

Iz the General Fund operations, the actual revenue for fiscal ycar June 30, 2007 was $1,134,901,
This is above the original budget of $1,104,429 and above the fina) budget of $1,115,715. The
actual expenditures of the general fund for fiscal year June 30, 2007 operations were $970.403,
This 13 below the original budget of $1,135,766 and below the final budget of $1,052 422,

Special Edueation Fund Qperations

In the Special Education Fund operations, the actual revenue for fiscal year June 30, 2007 was
$3,020,373. This is above the original budget of $2,970,642 and above the final budget of
$2,943,433, The actual expenditures of the special education fund for fiscal year June 30, 2007

operations were $2,979,077. This is below the original budget of $3,060,133 and below the
final budget of $3,090,4632.

Vocational Education Fund Operations

In the Vocationai Education Fund operations, the actual revenue for fiscal vear June 30, 2007
was $900,785. This is above the original budget of $849.295 and above the final budget of
$874,378. The actual expenditures ol the vocational education fund for fiscal year June 3,

2007 operations were $779,988. This is below the original budget of $853,244 and below (he
final budget of $816,257.



Uogebic-Ontonagon Intermediate School District
Management Discussion and Analysis
{Unaudiled)
For the Fiscal Year Ended June 30, 2007
Variance Explanations from the Original Budget to Final Budget

General Fund;

Revenue: The main differences resuited from the elimination of the federal praject and an
increasc in USI funds, statc sources and transfers.

Expenditures: Differcnces were the elimination of a federal grant ($122,173), an increase in
technology ($34,248), increase in professional development ($39,675), reduction in board of
education ($10,015) and a reduction in operation and maintenance {$12,405).

Special Education:

Revenue:  Differences were a revised increase in local sources {349,761}, slate sources
($69,518), and a reduction in federal sources ($13 1,438).

Expenditures: Expenditures were reduced in pupil services for an employee un unpaid leave
($31,281), a psychologist position not filled {$86,218), reduction in transpurtation estimate
(320,000), and an increase in projected payments to local school districts {3153,894).

Yocational Education:

Revenue: An increasc in estimated local revenue ($41,188) and a reduction of ($16,105) in
state sources.

Expenditures: Most variances were small with a reduction in estimated instructional eXpense
of $32,903).
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Gogebic-Ontonagon Tntermediate School District
Management Discussion and Analysis
(Unaudited)
For the Fiscal Ycar Ended Junc 30, 2007
Variance Explanations from the Final Budget to Actual
General Fund:

Revenue: Had a variance o $19,186 or less than 2% on the total revenue.

Expenditure: Expenditures were $82,035 less than budget or less than a 1% variance on total

expenditures. Technology expenditures were $36,694 less and Board of Education was $14,669
less,

Special Education:

Revenue: Revenue exceeded budget by 2.5%

Expenditure: Expenditures were 3.7% less than budget.

Vecational Education:

Revenue: Revenue excecded budget by 3%.

Expenditures: Expenditures were 4.6% less than budget.
TOTAL REVENUES

Below is a sumimary of the governmental fund revenues and their percentages as they relate to
governmental funds.

Total Total
Eevenue Revenue
June 30,2007 Percentape  June 30,2006  Percentape

State of Michigan Aid unrestricted § 1,283,002 2538% % 1,227,582 25.24%
Prop taxes general operation 2,082,122 41.18% 1,957,023 40,249,
Operating grants federal state local 1,499 774 29.66% 1,558,313 32.04%,
Other federal, state and local 191,161 3.78% 120,408 2.48%
Total Revenues ¥ 5,056,059 100.00% % 4,863,326 100.00%

Il



Gogebic-Ontonagon Intermediate School District
Management Discussion and Analysis
{Unaudited}
For the Fiscal Year Ended Junc 30, 2007

GOVERNMENTAL FUND EXPENDITURES

Below is a summary of the governmental fund expenditures and their percentages as they relate
to 10tal governmental funds:

Total Tolal
Expenditures Expenditures
June 30, 2007 Percentage  June 30, 2006 Percentage

General Fund $ 070,403 2052% % 964,181 19.60%
Special Education 2,979,077 £H2.99% 3,075,309 02.52%
Vocational Education 772 988 16,490 200,003 17.48%;,
Durant 0 0.00% 19,616 0.40%

Total Expenditurcs $  4,72%.468 100.00% 3 4,919,169 100.00%

Unrestricted State Aid

Special Education is predominately funded by State Aid based on a blended count formula that
the State of Michigan utilizes. State revenues to the District have increased as a result of an
increase in Section 51a, Section 52, and Great Parents/Great Start,

Property Taxes

The District levies 3.3004 mills of property taxes on atll Non-Homestead property located within
the District for operations. 'The levy is assessed on the taxable value of the property. The
increase in taxable value is limited to the lesser of the inflation rate of the prier year or 5%.
When a property is sold, the taxable valuation of the sold property is readjusied to the State
Equalized Value, which is approximately 50% of market valye.

Operating Grants Federal, State, and Local

The District is heavily dependent upon Grant funding. Below are some of the major grants and
their funding sources:

State: Great Parent Great Start
Federal: Ewven Start, Flow Through, Preschool, EQSD, Early On, Transition, Carl Perkins, and
Tech Prep

Local; Reading First, and Math/Science

12



Gagebic-Ontonagon Intermediate Schoo! District
Management Discussion and Analysis
(Unaudited)
For the Fiscal Year Ended June 30, 2607

ENROLLMENT

Special Education is the only fund that receives State Aid based on student enroliment. The
enrollment has remained steady, and is expected to continue at near current levels, The
2006/2007-student count was 36.94, which will become part of the Special Education
loundation payments for the 2007/2008 fiscal Year.

CAPITAL ASSETS AND DERT ADMINISTRATION

Capital Assets

At the end of the fiscal year 2007, the District had $780,448 invested in land and building,
furniture and equipment, vehicles and buses compared to $788,623 at June 30, 2006. Of this
amount, $304.094 and $307.306 have been depreciated at June 30, 2007 and June 30, 2006
respectively, Net book value totaled $476.354 at June 30, 2007, and $481,317 at June 30, 2006.
Duc to budget constraints related to the State of Michigan financial status, and flat errollments,
the ability to maintain these buildings has become increasingly difficult. The District maintains
a $1,000 threshold for capitalization of assets.

Outstanding Drebt at Year End

As of June 30, 2007 and June 30, 2006 the District had $164,939 in bonds outstanding for the
Durant Seulement. The District collects state funding equal to the paymenls on a yearly basis.

For more detailed information regarding capital assets and debt administration, please review
the Notes to the Basic Financial Statements located in the financial section of this e,

CONTACTING THE SCHOOL DISTRICT'S FINANCIAL MANAGEMENT

This report is designed 10 give an overview of the financial conditions of the Gogebic-
Ontonagen Intermediate School District. For additional detailed financial information contact:

Bruce F. Mayle

Superintendent

Gogebic-Ontonagon Intermediate Schoo District
202 Elm Street

Bergland, M1 49910

Office Telephone {906) 575-3438

Fax Telephone (906) 575-3373

13
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CERTIFIED PLALIG AZCOLUNTANTS

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT

ASSETS:
Cnrrent assets:
Cash and equivalents
Investments
Receivables;
Taxes
Accounts
Due from other districts

STATEMENT OF NET ASSETS

June 30, 2007

Due from other governmental units

Total current asscis

Noncurrent assets:
Capilal assets
Accumulated depreciation

Total noncurrent assels
TOTAL ASSETS

LIABILITIES:

Cwrrent Habilities:
Accounts payable
Accrued expenses
Accrued interest
Deferred revenus
Early retiremnent incentive
Compensatcd absencus

Total current liabilities

Noncurrent liabilities:
Bonds payable
Early retircment incentive
Compensated absences

Total noncurrent liabilities
TOTAL LIABILITIES
MET ASSETS:
Invested it capital assets,
net of related deby

Unrestricted

TOTAL NET ASSETS

The accompanying notes to the financial statements are an integral part of this statement.
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Croverutiental
Activities

¥ 75
1,012 93]
84,4658
14,576

38,736
I68.834

1,545 8135

T80, 448

(304,034)

476,354

2,022 169

166,803
173,220
23,356
2,683
13,000
34,458

426,512
164,839
F2,000
12,995

155,534

416,746

311413
1.094,008

£ 1405423
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CEATIFIED PUSL'S ACCOUNTANTS

ANDERSON, TACKMAN
& COMPANY, PL.C

Iy
F 1

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT

ASSETS:
Cash and equivalents
Investoents
Receivables:
Taxes
Accounts
Due from other funds
Dus from other districts
Due from other governments

TOTAL ASSETS

LI1ABILITIES:
Accounis payable
Accrued expenses
e to other funds
Creferred revenue

TOTAL LIABILITIES

FUND BALANCE AND
OTHER CREDITS:

Fund balances:
Unreserved-Designaled
Unreserved-Undesignated

TOTAL FUND BALANCE AND

OTHER CREDITS

TOTAL LIABILITIES, FUND

BALANCE AND OTHER

The accompanying notes to the financial statements are an integral pan of this statement.

—
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BALANCE SHEET
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GOVERNMENTAL FUNDS
June 30, 2007
Total
Special Vorational — Govermunental
Creneral Education Education Funds

E 50 b3 - E 25 b 75
337,534 337001 338,366 i,012,93]1
5414 56,627 24,617 B9.658

B9 12,292 1,675 14,576

30,687 - - 39,687
55420 3,049 267 58,736
65267 271432 33,1440 369,339

3 506,981 5 AR0ANY £ 365000 ¥ 15853502
— e e rr——, r—

5 40,127 E B1,725 ' O35041 ¥ lag B93
17,540 135230 20,441 173,220

- 33,804 5,823 39,687

5,685 - - 5,685
63,352 260 6258 61,305 385,485
¥,069 46,464 TO0T al,540)
435,561 373,139 329778 1,138 477
443 629 419,603 136,785 1,200,017
506,081 § e80431 ¥ 393000 3 1,585,502
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ANDERSON, TACKMAN

& COMPANY, P.L.C.

CERTIFED PUBLIC ACEOUNTANTS

GOGEBIC_ ONTONAGON INTERMEDIATE
SCHOOL DISTRICT

RECONCILIATIOR OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

For the Year Ended June 30, 2007

Tota] lund balances for governmenta) funds £1.200,017

Tolal net assels reported for governmental activities in the statement
of ned assets is different becauvse:

Capital assets used in governmental aclivities are not financial resources
and therefore are not reported in the funds. Those assets consist of

Lund and land improvements F 49383

Buildings 427,717

Equipment 244 806

Vehicles _9%.542

Tatal capital assets 740,443

Accumulated depreciation (304094

Met capital assets 476,354

Long-term liabilities applicable to the District’s governmental activilies are
ot due and payable in the current period and sccordingly are not reported as
(und liabilities. Interest on long-term debt is not acerued in epovernmentzl
funds, but rather is recognized as an expenditure when due. All liahilities,
both current and long-torm, are reported in the statement of net assets.

Accrucd interest on long-term debt $ (28,556)
Bonds payable {164,939
Compensated absences (47,4533
Early retirement incentive (30,000 {270,948,
Total net assets of gaverumentsal activities 31,205,423
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& COMPANY, PL.C.
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CEAT.FISD PUALIC ACCOLSTARTS

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL IMSTRICT

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended June 30, 2007

Tatal
Special Yocational Cinvermumental
General Education Education Funds
REVENUES:
Lecal Sowrces b 315,684 3 1,367,345 P 621450 3 2304479
State Sources 385,005 772,389 94,417 1,251,806
Federal Sources 268,748 865 657 184,923 1318 825
TOTAL REVENUES 968,937 3,005,391 GO0, TES 4875113
EXFENDITURES:
Instruction;
Current - 1,024 6353 264 380 1,289,033
Capital outlay - 1,200 16,307 17,507
Supporting setvices:
Current 653,141 1,598,063 495 730 2,746,934
Capital outlay 92,262 13,09% 3,571 108,931
TOTAL EXPENDITURES 745,403 2,637,014 7759988 4,162 405
EXCESS {DEFICIENCY)
OF REVENUES OVER EXPENDITURES 223 534 368,377 120,797 T12,704
OTHER FINANCING
SOURCES (USES):
Payments received rom
other governmental unirs 165,954 14,952 - 180,445
Faytments to other
povernmental units (225,000% (342,063} - (Se7,061)
TOTAL OTHER FINANCING
SOURCES (WSES) (59,036 (27,081 - {386,117,
EXCESS OF REVENUES AND OTHER
FINANCING 50URCES OVER
EXPENDITURES AND} OTHER
FINANCING LISES 16 498 41,2496 120,797 326,591
FUND BALANCE, JULY | 279,131 378,307 215 388 BT 426
FUND BAILAMCE, JIUNE 30 & 443 629 ¥ 419,603 ¥ 336,785 ¥ Lz00017

The acecompanying notes to the financial statements are an integral part of thiz stateiment,
18
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SCHOOL DISTRICT

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERN MENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2007

Net changes in fund baiances — total povernmental funds $326 591

The change in net assets reported for Bovernmenial activilies in the
statement of activities is different because:

Governmental funds report capital outlays as expenditures. However, in the
statement of activities the cost of those assets is capitalized and the cost of those
assets is allocated over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlay $47,473 exceeded
depreciation expense $(46,107). 1366

Undepreciated balatice of retired fixed assets (6,329

Bond and loan proceeds are reported as financing sources in governmental funds
and thus contribute to the change in fund balance. In the statement of net gssets,
however, issuing debt increases lon 2-term liabilitics and does not affect the
statement of activities. Similarly, repayment of principal is an expenditure in the
govemmental funds but reduces the liability in the statement of net asscts, There
were 10 Duram bond payments made during fiseal year 2007

Under the modified accrual basis of accounting used in governmental funds,
cxpenditures are not recognized for transactions that are not normaliy paid with
expendable available financial respurces. In the statement of activities, however,
which is presented on the accrual basis, expenscs and liabilities are reported
regardless of when financial resources are available. In additicn, interest on
lang-term debt is not recognized ynder the modified accruat basis of accounting
untii due, rather than as it accrues. This adjustment combines the following net

changes:
Compenzated absences (29,851)
Early retirement incentjve 1 8,000
Accrued interest _(6.212})
Changes in net assets of governmental activities $303,765

| 14
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2007

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES

‘The accompanying basic financial statements of the Gogebic-Ontonagon Intermediate Schoal District
{"'District”) have been prepared in conforimity with accounting principles generally accepted inthe United
States of America (GAAF) as applicd to government units, as prescribed by the Governmental
Accounting Standards Board (GASB). (GASB is the accepted standard-setting body for establishing

governmental accounting and financial reporting principles, The significant accounting principles and
policies utilized by the District are described below:

In June 1999, the GASB issued Statement No. 34, Basic Financial Statements and Management s

Discussion and Analysis for State and Local Governments. Some of the significant changes in the
statemcnt inchade the following:

An Administration’s Discussion and Analysis seclion providing an analysis of the District’s overal]
financial position and results of operations.

Financial stalements prepared using full accrual accounting for all the District’s activitics,
A change in the fund tinancial statements o focus on the major funds.

These and other chanpes are reflected in the accompanying financial statements (including notes to
financial statements). The District has elected 10 implement the provisions of the Statement.

A, Reporting Entity

In ¢valuating how to defing the District, for financial reporting purposes, management has considered
all potential component units. The decision to include a potential companent unit in the repotting

eftity was made by applying the criteria set forth in GASE Staterment #1 4, The Financial Reporting
Entity and as amended by GASE Statemnent #39.

The criteria established by the Governmenta! Accounting Standards Board for determining the
various governmental organizations to be included in the reporting cntity’s financial statements

include budget adoption, taxing authority, tunding, appointinent of the respective governing board,
and scope of public service,

Based on the foregoing criteria, it has been determined that there are no component units of the
Gogebic-Ontonagon Intermediate Schoo! District,

B. Basic Financial Stétﬁments — Government-Wide Statements

The District’s basic financial statements inglude both government-wide (reporting the District as a
whole) and fund financial statements {reporting the District’s major funds). The government-wide
financial statements categorize primary activities as either governmental or business type. Allofthe
District’s activities are classified as governmental activities except for fiduciany activities,

— e rre——
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2007
{Continued)

In the povernment-wide Stalement of Net Assets, both the governmentat activities column (a) is
presented on a consalidated basis, (b) and is reported on & full acerual, economic rescurce bas [y,
which recognizes all long-lerm assets and receivables as wel] as long-term debt and obligations. The

District’s net assets are reported in three parts — invested in capital asscls, net of related debit;
restricted net assels; and vnrestricted net assets,

The District fivst utilizes restricted resources to finance gualifying activitics,

The government-wide Statement of Activities reports both the gross and net cost of cach of the
District’s functions. The functions are also supported by peneral government revenues (property
taxes, certain intergovernmental revenues, fines, permits and charges, etc.). The Statemeni of
Activities reduces gross expenses (including depreciation) by related Progranm revenucs, operaling
and capital grants. Program revenues must be directly associated with the function. Operating grants
include operating-specific and discretionary (gither operating ar capital} grants.

The net costs (by function) are normally covered by general revenus (property taxes, state sources
and federal sources, interest income, etc.}.

The District does not allocate indirect costs. In creating the government-wide financial statements
the District has eliminated interfund transactions.

‘The government-wide focus is on the sustainability of the District as an entity and the change in the
Dustrict’s net assets resulting from the current year's aclivities,

- Basic Financial Statements — Fund Financial Statements

T'he accounts of'the District are arganized on the basis of funds and account groups, each of which iz
considered a separate accounting entity. The operations of each fund are accounted far with a
separate set of self-balancing accounts that comprise its assets, liabilities, fund balance, revenue and
expenditures. Government resources are allocated to and accounted for in individual funds based
apon the purposes for which they are o be spent and the means by which spending activities are

controlled. The various funds are grouped into gencric fund types in two broad fund categories as
follows:

Governmental Funds - Governmental funds are used o accouni for the acquisition, use and balances
of expendable financial resources and the related current liabilities, except for those accaunted for in

fiduciary funds, Governmental fund types use the flow of current financial resources measurement
focus and the modified accrual basis of accounting.

General Fund - The General Fund is the primary operating fund of the Distriet, it is used to

account Tor all financial transactions of the District, except those required to be accounted for
in other funds.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2007
{Contitived)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

C. Basic Financial Statements — Fund Finaneiai statements {Continued)

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of
specific revenue sources {other than expendable trusts or capital projects) that are legally
resiricted to expenditures for specified purposes. The District uses the Special Revenue Fund
te account for the Gogebic-Ontonagon Intermediste School Districl’s activity.

Account Groups - Account growps are used to establish accounting contro] and accountability

for the District's general fixed assets and long-term obligations, The following are the
District's account groups:

General Fixed Assets — This group of accounts was established to account for all
gencral fixed assets of the District,

General Long-Term Obligations - ‘This group of accounts has been established to
accaunt for unmatured general long-term obligations and certain other liabilities of the

District not expected 1o be liquidated th rongh the use of available expendable fnancial
ICSOUTCES.

D. Measurement Focus and Basis of Accounting

Basis of accounting refers to when revenues and expenditures ar expenses are recognized in the
accounts and reported in the financial statemenis. Basis of accovnting relates to the timing of the
measurements tnade regardless of the measurement focus, The governmenial-wide statement uses
the economic rEsoUrces measurement focus.

Accrual

Governmental activity in the government-wide financial Slatements are presented on the

accrual basis of accounting, Kevenues are recognized when eamed and expenses are
recognized when incutred.

Modified Accrual

The governmental funds financial statcments are presented on the modified accrual basis of
accounting. Under the modified acerual basis of accounting, revenues are recopnized when
they become both measurable and available (susceptible to accrual), "Measurable” means the
amount of the transaction can be determined, and "available” means collectible within the
current period or soon cnough thereafter to pay liabilitics of the current peried. The District
considers property taxes as available if they are collected within 60 days after the yearend. A
one year period is used for revenue recognition for all other governmental fund revenues,

‘Those revenues prone o accrual are property laxes, federal aid, interest-revenue, and charges
for servicas.
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NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2007
(Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

D. Measurement Focus and Rasis of Accounting {Continued)

The District reports deferred revenue on its govemimental fund balance sheet, Deferred
revenues arise when a potential revenue docs not mect both the “measurable” and “available™
criteria for recogmition by the District before it has a legal claim to them, as when grant
monics are reccived prior to the incurrence of qualifying expenditures. In subscquent periods,
when both revenue recognition eriteria are met, or when the government has a legal claim to

the resources, the liability for deferred revenue is removed from the combined batance sheet
and revenue is recognized.

State Foundation Revenue - For the fiscal year etided Junc 30, 2007, the Staie of Michigan adopted a
foundation grant approach which provides for a specific anmual amount of revenus per student based
on a state wide formula. In previous years, the state utilized a district power equalizing approach.
The Foundation is funded from state and local sources. Revenues from staie sources are primarily
govemed by the School Aid Act and the School Code of Michigan. The Michigan Department of
FEducation administers the altocation of state funds to sehoal districis based on information suppiied
by the districts. For the year ended June 30, 2007, the foundation allowance was based on the
average of pupil membership counts taken in February and September of 2006,

Expenditures and related liabilities are recopnized when obligations are incurred as a result of the
receipt of goods and services, Modifications include:

Principal and interest on general long-terin debt arc recorded as fund liabilities when due, or
when amounts have been accumulated in the debt service fund for payments of principal and
interest to be made early in the following year.

E. Cush and Equivalenis

The District's cash and cash equivalents are considered to be cash on hand, demand deposits and
short-term investments with original maturities of three months or Jess trom date of acquisition. Cash
and equivalent balances for individual funds are pooled unless maintained in segregated accounts.

F.  Interfund Balances and Transfers

The current portion of lending/borrowing arrangements between funds are identified as "due to/from
other funds". The non-current portion of auistanding balanees between funds are reporied as
“advances to/from other funds". Advances between funds arc offset by a fund balance reserve

account to indicate that they are not available for appropriation and are not expendable available
fimancial resourtces.

Transfers represent a flow of assets without equivalent flows of assets in return or a requircment for
repayment.

H
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NOTES TQ FINANCIAL STATEMENTS
For the Year Ended June 30, 2007
{Continued}

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

G. Inventories and Prepaid Items

Inventaries are valued a1 the lower of cost {first-in, (irst-out} or market, Inventories in the Special
Revenue Fund consisting of expendable supplies held for consumption, are recorded as expenditures
when consumed rather than when purchased. Tnventories for commeadities are rocorded as revenue

when utilized. Certain payments to vendors reflect costs applicable to future accounting periods and
are recorded as prepaid items,

. Capital Assets

Capital assets purchased or acquired are capitalized a1 historical cost or estimated historical cost,
Donated [ixed assets are valued at their estimated fair market value ofi the date received.

The costs of normal maintenance and repairs that do not add ta the value of the asset or materially

cxtend asset lives are not capitalized. Improvemenis are capitalized and depreciated over the
remaining useful lives of the related fixed assets.

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as
follows:

Buildings and additions 20-3) years
Buses and ather vehicles

3-10 years
Fumiture and other equipment

3-20 years

The District has adopted a capitalization policy of $1,000.

Long-Term Debt

Long-term debt is recognized as a liability of 2 governmental fund when due or when resources hawve
been accumulated in the debt service fund for payment early in the following year, For other long-
term obligations, oniy that portien cxpected to be financed from expendable available financial
resources is reported as a fund liability of a povemmental fund. The remaining portion of such
obligations is reported in the general long-terin debt account group.

Compensated Absences

Amounis representing accumulated vacation and personal leave expected to be Hguidated with

expendable available financial resources are reported as an expenditure and 3 fund liability of the
government fund that will pay it,
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

K. Properiy Taxcs

Property taxes levied by the District are collected by various municipalities and periodically remitted
to the Diistrict. The taxes are levied as of December 1 and are due upon receipl of the billing by the
taxpayer and become a lien on the first day of the levy year. The actual due dates are February 14,
after which time the bills become delinguent and penalties and interest may be assessed by the
collecting entity, School Diistrict propenty tax revenues are rec agnized as revenue when levied to the
extent they result in current receivables (collected within sixty days afler vear end). Amounts
received subsequent to August 31 are recognized as revenue when collected.

The Districy, along with certain other governmental units, is permitted by the Constitution of the State
of Michigan of 1963 ta levy combined taxes up to $50 per $1,000 of assessed valuation for general
governmental services other than the payment of Debt Service Fund expenses if approved by a
majority of the electors. The District must include certain tax levies of other governmental units
located within the District, primarily the county, when determining the maximum miilage of $50 per

$1,000 of assessed valuation. For the year ended June 30, 2007, the District levied the following
amounts per $1,000 of assessed valuation:

Fund Miljs

General Fand - Nen-Tlomestead 3124
Special Education 20825
Vocational Education o054

L. Unemployment Insurance

The Dvstrict reimburses the Michigan Employment Security Commission (MESC) for the actuai
amount of unemployment benefits disbursed by the MESC on hehalf of the Disirict. Billings
received [or amounis paid by the MESC through June 30 are accrued,

M. Fund Balance

The unreserved fund balances for governmental funds represent the amount available for budgeting
future vperations, The reserved fund balances for governmental funds represent ihe amount that has
been legally identified for specific purposes or indicates that a compuonent of net current assets does

not constitute "available spendable resources”. Designated fund balances represents amounts set
aside by the governing body for specific purposes.
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NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued}

N. Budgeis

Budgets are adopted on a basis consistent with acc ounting principles gencrally aceepted in the United
States of America. Annval appropriated budgets are adopted for the general and special revenue
funds. Al] annual appropriations lapse at fiscal year end. The District follows these procedures in
establishing the budgetary date reflected in the financial statements:

1. The Superintendent submits 1o the School Board a proposed operaling budget for the
fiscal vear commencing on July 1. The operating budget includes proposed expenditures
and the means of financing them. The level of control for the badget is at the functionul
level as set forth in the combined statement of revenues, expenditures and changes in fimd
balances - budget and actual - all governmental fand types.

2. Public hearings are conducted 10 obtain laxpayer comments,

3. Friorto July 1%, the budget is legally adopted by School Board resohuion pursuant to the
Uniform Budpeting and Accounting Act {P.A. 621 of 1978). The Act requires that the
budpet be ameuded prior 1o the end of the fscal vear when necessary (o adjust
approptiations if it appears that revenues and other financing sources wilt be less than
anticipated, or so that cxpenditures will not be in excess of original estimates,
Expenditures shall not be made or incurred unless autharized in the budpet, or in excess

of the amount appropriated. Any materfal expenditures in violation of the budgeting act
are disclosed in the footnotes.

4. 'The Superintendent is authorized te transfer budgeted amounts between major
expendilure funclions within any fund; however, these transfers and any revisions that
alter the total expenditures of any fund must be approved by the School Board.

2. Formal budgetary integration is employed as a management control device during the
veat for the gencral fund.

6. The budget as presented, has been amended. Supplemental appropriations were made
during the yesr with the last une approved prior to June 300

The budget for the year ended June 30, 2007 was adopted on June 30, 2006 and formally amended on
November 20, 2006, March 28, 20417, and June 28, 2007,

A comparison of actual results of eperations to the budgeted amounts (at the level of control adopled
by the Board of Education) for the (Genera] Fund and Special Revenue Funds arc presented as
Required Supplemental information.




GOGEBIC-ONTONAGON INTERMEIMATE
SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2007
{Contineed)

NOTE 2 - CASH AND EQUIVALENTS

s ANDERSON, TACKMAN
& COMPANY, P.L.C.
CEATIFIED PUBRLIC ASCOUWNTAMTS

Ereposits

‘The District’s cash and equivalents, as reported in the Statement of Net Assets, consisted of the
following:

Petly cash 5715

Michigan statutes authorize the District to invest in bonds, other direct obligations and repurchase
agreements of the United States, certificates of deposits, savin ES accounts, depasit accounts or receipls of
a bank which is a member of the FDIC, commercial paper rated at the time pf purchase within the twa
highest classifications established by not less than two standard rating services and matures within 270
days of date of purchase, bankers’ acceptances of United States banks, oblipations of the Sate of
Michigan and its political subdivisions, external investment pools, and certain mutyal funds,

Deposit Risk

Custodial Credit Risk. Custodial credit risk is the risk that in the evetd of a bank failure, {he Districi’s
deposits may not be returned.  State law does not require and the District does not have a policy for

depasit custodial credit risk. As of June 30, 2007, the District’s checking accounts were tot exposed to
credit risk because they were fully insured.

Invesiinents

The District’s investmients, as reported in the Statement of Net Assets, consisted of the following:

Michigan Liquid Asset Fund (MILAF) L0290

Michigan statutes authorize the District to invest in bonds, other direct obligations and repurchase
agreements of the United States, vertificates of deposits, 5AVINgS accounts, deposit accounts or teceipts of
a bank which 1s a member of the FDIC, commercial raper raied at the time pf purchase within the two
highest classifications established by not less than two standaid rating services and matures within 270
days of date of purchase, bankers® aceeplances of United States banks, obligations of the Sate of
Michigan and its political subdivisions, external investment poois, and certain mutual funds.

Investments are recorded at fair market value, which is based on quoted market prices,

Imterest Rate Risk. Interest rate risk is the risk that charges in interest rates will adversely affoct the fair
vaiue of the District’s investments, The District's investment poticy does notl have specific limils in
excess of sate law on invesiment maturities as & means of managing its exposure to fair value losses
arising from increasing intercst rates. The District’s investments are with the Michigan Liguid Asset
Fund (MILAF) which consists of different funds including mutual funds with a high degree of liquidity,
thus the District’s investrments are not subject ta interest raie risk.
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(Continued)
NOTE 3 - INTERFUND BALANCES AND TRANSFERS

Interfund reccivables and payables for the year ended June 30, 2007 are as follows:

Interfund
Fund Receivable Fund
General Fund: Special Education:
Spectal Education 133,864 General Fund
Vocational Education 5,823 Yocational Education:
{Jeneral
Total 39,687 Total
NOTE 4 - CAPITAL ASSETS

A summary of changes in capital assets for the year ended June 30, 2007 follows:

Balance

Interfund
Bayable

$33,864

5,823
$39.687

Balance

July 1, 2006 Additions Ereletions June 30, 2007

Land and improvements b 49,383 % - 5 - b 49 383
Building 427,717 - - 427717
Equipment 221,72% 23097 - 244 506
Vehicles 89,794 24396 {55618) 58,542
TOTALS T8E,623 3 47473 ¥ (55,648) TR(,448
Accumulated Depreciation (307,306)  § (46,107) % 49319 _(304,094)
Met Fixed Asets £ 451,317 b3 476,354

Depreciation for the year ended June 30, 2007, amounted to $46,107. The District determined that it was
impractical to allocate depreciation to vaticus governmental activities as the assets serve muitiple

lunctions,
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NOTE 53— LONG-TERM OBLIGATIONS

{Continuad)

During the year ended June 30, 2007, the following changes occurred in fong-term abligations:

Amnunts
Balance Balance Due Within
Tuly 1, 2006 Additionsg Deletions Jung 30, 2007 One Year
Thirant Bonds % 164,939 i - I - £ 164,939 £ -
Early Betirement itcentive 43 000 18,000 (36,000 30,000 1&.000
Vested Vacation & Sick Leave 17,502 _ 29,651 - 47,433 34458
Total F 23,74 3 47,651 3 (36,000) ¥ 242302 £ 3245
NOTE 6 - BONDS AND NOTES PAYABLE
Lang-term obligations at June 30, 2007 is comprised of the following amounts:;
1. 1998 Durant Bonds, in the original amount of $279,340 due in annual installments
from $19,613 to $131,798 through May, 15, 2013, with intercst at 4, 76%. F164 930
The annual State of Michipan appropriation is the onl ¥ revenuc source for making
the annual payments on the Durant Bonds. The District is under oo obligation to
make the annual payment in any year the legislature fuils to appropriate the proper
amount of funds,
2. Early retirement incentive 30,000
3. Vested vacation and sick leave 47,453
Fotal $242,392
The annual requirements 1o amortize long-term obligations cutstanding as of June 30, 2007 are as
follows:
Year Ended Bond ssues Early Retiretnent Vacation &
June 30 Principal Interest Incentive Sick Leave Total
2008 % - 3 - 5 18,600 34,458 § 52458
2009 15,545 4,070 &.000 254615
2010 957117 36,061 6,000 137,708
2011 17,060 2.555 - 19615
2012 17,873 1,742 - 12,5345 32.GE0
201327 15,724 %1 - . 19,683
TOTALE 164,939 45,319 30,000 47 453 § 287711

Interest expense for the year ended June 30, 2007 was $0.

9
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(Continued)

NOTE 7 - FUND BALANCES

Portions of fund balances arc reserved ar designated and not available for general purposes other than
fund usage as follows,

Unreserved
Desipnated
General Fund:
Future sick leave benefits % 8,065
Special Education:
Future sick leave benefits 46,464
Vocational Education:
Foture sick leave benefils 7.007
TOTAL $461.340

NOTE 8 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLLAN

Plan Description — The School Distriet participates in the Michigan Public Schoo) Employees
Retirement System (MPSERS), a statewide, cost-sharing, muttiple-emplover, defined benefit pubiic
employee retirement sysiem governed by the State of Michigan that covers substantially all ctnployees of
the Diistrict. The system provides retirement, survivor and disability benefits to plan members and their
bencficiaries. The Michigan Public Schao! Employees® Retirement System issucs a publicly available
financial report that includes financial statements and required supplementary intortnation for the svstern,

That report may be obtained by writing to the system at 7150 Harris Drive, P.O. Box 30673, Lansing, MI
43509-8103.

Funding Policy — Employer contributions to the system result from the implementing effects of the
Schoo! Finance Reform Act. Under these procedures, cach schaol district is required to contribute the
full actuarial tunding contribution amcunt to fund pension benefits, plus an additional amount to fund
retiree health care benefit amounts on a cash disbursement basis,

The pension benefit rate totals 16.34 percent fur the period July 1, 2006 through September 30, 2006 and
17.74 percent fur October 1, 2006 through June 30, 2007 of the covered payroli to the plan. Basic plan
members make no contributions, but Member Investment Plan members contribute at rates ranging frum
3 percent to 4.3 percent of gross wages. The District’s contributions to the MPSERS plan for the vears
ended June 30, 2007, 2006, and 2005 were $301,243, $283,109, and $249.92¢,,

Post Employment Benefits — Under the MPSERS Act, ull retirees participating in the MPSERS Pension
Plan have the option of continuing health, dental and vision coverage. Retirees having these coverages
contribute an amount equivalent to the monthly cost of Part B Medicare and 10 percent of the monthly
premium amount for the heaith, dental and vision coverages.  Requited contributions for post

empioyment health care benefits are included as part af the District’s total contribution to the MPSERS
plan discussed above.




¥

ANDERSON, TACKMAN

& COMPANY, PLC.

CEHTIFIED PUBLIC AGGGJHTANTS

GOGEBIC-ONTONAGON INTERMEDIATE
SCHOOL DISTRICT

NOTES TO FINANCIAL STATEMENTS
For the Year Ended June 30, 2007
(Conlinued)

NOTE 9 - RISK MANAGEMENT

The District is exposed to various risk of luss related to torts; theft of, damage to, and destryction of
assets; errors and omissions; injuries to ciplovess: and natural disasters, The District participated in two
distinct pools of educational institutions within the State of Michigan for self-insuring property and

casualty and workers' disability compensation. The pools are considered public entity risk pools. The
District pays annual premiums to each puol for the respeelive insurance coverage. In the event a paol's
total claims and expenses for a policy year exceed the total normal annual preminms for said vear, all
mcmbers of the specific pool's policy year may be subject to special assessment to make up the
deficiency. Each ofthe pools maintain reinsurance for claims in excess of $500,000 for each occurrence
with the overall maximum coverage being unlimited. The District has not been informed of any special

assessmenls being required. Settled claims have not exceeded this commereial coverage in anry of the past
three fiscal years.

The District continues to carry commercial insurance for gther risks of loss, including employee health
and accident insurance.

NOTE 10 - USE OF ESTIMATES

The preparation of financial statements in con formity with accounting principles generally accepted in the
United States of America requires management t¢ make estimates and assumptions that affect the
repoited amounts of asseis and liabilities and disclosure of contingent assets and liabilitics at the date of

the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

NOTE 11 - SIGNIFICANT ESTIMATES

Included in footnote 8 is a summary of the employee retirement plan provisions and actiarial
assumnptions. The actuarial assumptions are very eritical to the compulation of actuarial determined
liabitities of the plan. If the assumptions differ from actual results annual contributions ta the defined

benefit plan can substantially change.

NOTE 12 - COMPENSATED ABSENCES

AtJune 30,2007 accumulated non-vested sick time amounted 1o $48,522. Non-vested, unused sick time
does not vest and so is not included in the general long-term debt account group.

NOTE 13 - COMMITTMENTS

The District had entered into a transportation service contract with 2 third-party te pravide busing to
District students. The contract is for the period July 1, 2005 to June 30, 2008, Estimated contract
costs are $150,000 for June 30, 2008,
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ANDERSON, TACKMAN

& COMPANY, P.L.C.

CERTIFIED PUBLIC ACCOUNTAMTS

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUPGET AND ACTUAL -
GENERAL FUND

For the Year Ended Junc 30, 2007

Aciual
(Budectary
Budgeted Amounts Basis)
Crriginal Final {Mote 13
REVENUES:
Local sources P 246370 o208 924 3 315634
State sources 354 500 375,232 385,005
Federsl sources 414 450 303,577 268,24%
TOTAL REVENUES 1,005,329 977735 963,937
EXPEMDITURES:
Supporting services 919,766 B2T7.422 145 403
TOTAL EXFENDITURES 210,766 827,422 745 403
EXCESS (DEFICIENCY)
OF REVENUES OVER EXPENDITURES 104 563 150,313 223 534
OTHER FINANCING
BOURCES (USES):
Payments received trom
other governmental units 83,100 137,980 163 944
Payments to other
Eovernmental units {225 000} (2250007 (225 000
TOTAL OTHER FINANCING
SOURCES (USES) {135,900} {87,020} {59,036
EXCESS OF REVENUES AND OTHER
FINANCING SQOURCES OVER
EXPENDITURES AND QTIHER
FENANCING USES (31,337 $3,293 164 498
FUND BALANCE, JULY 1 279,13 279,131 279,131 [
FUND BALAMCE, JUNE 10 ¥ 247,794 £ 342424 3 4436240
e —— — Ik

The accompanying noles to the financial statements are an integral part of this statement.
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ANDERSON, TACKMAN

& COMPANY, PL.C.

CEAT.MED PUELIC ACCOLYTANTE

GOGEBIC-ONTONAGON INTERMEDIATE SCHOOI, DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -

SPECTAL EDUCATION FUND

Fur the Year Ended June 30, 2007

REVEMUES:
Local strurces
State sources
Federal sources

TOTAL REVENUES

EXPFENDITURES:
Instruction
Supporting services

TOTAL EXPENDITURES

EXCLESE (DEFICIENCY)
OF REVENUES OVER EXPENDITLIRES

OTHER FINANCING

SOUBRCES (USES):
Payments received from
other povernmental units
Payments to other
governmental uhits

TOTAL OTHER FINANCING
SOURCES (USES)

EXCESS OF REVENUES AND OTHER
FINANCING SOURCES OVER
EXFEMDITURES AND OTHER
FINANCING USES

FUND BALANCE, JULY 1

FUMD BALANCE, JUNE 30

‘The accompanying notes to the financial statements are an integral part of this stalement.

Actua
(Budgetary

Budgeted Amounts Basis)

Original Final (MNiote 1}
1,276,225 5 1,325086 % 1,367,345
670,825 746343 712389
959,552 ESE,104 365,657
2,942,642 2,930,433 3005391
1,158,239 1098, 180 1,025 833
1,731,025 1.668,119 1,611,141
2,889,364 2,766,299 2,637,014
52,778 164,134 368,377
28,000 13,000 14,942
(170,269 {324,163) £342,063%
{142.265) (311,163 (327,081}
(33491 {147,029 41,295
378,307 378,307 378,307
S 283816 F 231378 £ 419,603




ANDERSON, TACKMAN

& COMPANY, PL.C.

CRRTIFIFG PUR IS ACCOUNTANTS

GOGEBIC-ONTONAGON INTERMEDIATE SCHQOL DISTRICT

SCHEDULE OF REVENUES, EXPENDITURES, AND

CHANGES IN FUND BALANCES - BUDGET AND ACTUAL -

YOCATIONAL EDUCATION FUND

For the Year Ended Junc 30, 2007

REVENUES;
Local sources
State sources
Federal sources

TOTAL REVENULS
EXPENDITURES:

Instruction

Supporting sctvices

TOTAL EXPENDITURES

EXCESR {DEFICIENCY)
OF REVENUES OVER EXPENDITURES

FUNI} BALANCE, JULY |

FUND BALANCE, JUNE 30

Actyual
{Budpgetary

Budzeted Amounts Basis)
Original Final {Maote 1)
P 543267 5 5R4.455 ¥ 621450
121,105 105,000 94,412
184,523 184,923 184,923
349,295 B74,37% 900,785
331,725 298,820 280,687
521,519 517437 495,301
253,244 Bl6,257 779,988
{3,949 58,121 120,797
215,584 215,988 215,988
212030 § 274,109 ¥ 335785

The accompanying notes to the financial statements are ap integral part of this statement.
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& COMPANY, PL.C
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

AND ON COMPLIANCE AND OTHER MATTERS
EBASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Education

Gogebic-Ontonagon Intermediate School District
Berpland, Michigan

We have audited the financial staiements of Gogebic-Ontonagon Intermediate Schon) District as of and for
the year ended June 30, 2007, and have issucd our report thereon dated Octaber 31, 2007, We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the

standards applicable 1o financial audits contained in Governmer Auditing Standards, issued by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planting and performing our audit, we considered Go gebic-Ontonagon Intermediate School District’s
internal control over financial reporting as a basis for designing our auditing procedures for the purpose of
EXPressing our opinion on the financial statements, but not for the purpese of expressing an opinion on the
effectiveness of Gogebic-Ontonagon Intermediate School District’s internal control over financial reporting,

Accordingly, we do not express an opinion on the effectiveness of Gogebic-Ontenagon Intermediate Schoal
District’s internal control gver financial reporting,

A conlrol deficiency exists when the design or operation of a control does not allow managentent or
employees. in the normal course of performing their assigned functions, to prevent or detect misstatements on
a tiely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affeets the entity’s ability to initiate, authorize, record, process, of report financial dala reliably in
accordance with generally accepted aceounting principles such that there is more thay 4 remote likelihood that

a misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the eatity’s intemal control,

A material weakness iz a significant deficiency, or combination of sigmificant deficiencies, that results in mare
than a remote likelihood that & material misstatement of the financial statements will got be prevented or
detected by the entity’s internal control,

Our consideration of internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal eoutrol that might be
significant deficicncies or material weakness. We did not identify any deficiencies in internal control over
financial reporting that we consider to be s material weakness, as defined above.

Cumpliance and Other Matters

A5 part of obtaining reasonable assurance about whether the Gopgebic-Ontonagon Intermediate School
District’s financial statements are frec of material misstatement, we performed tests of its compliance with
certain provisions of laws, repulations, contracts and grants, noncempliance with which could have a direct
and materia] effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an ohjective of our audit and, accordingly, we do not express such

an opinion. The results of our tests disclosed no jnstances of noncompliance that are required to be reported
under Government Auditing Standards.

i3
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ANDERSON, TACKMAN

& COMPANY, P.L.C.

CERTIFIED FUBLIC ACCOUNTANTS

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED N ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS
(Continged)

This report is intended solely for the information of the andit committee, management and federal awarding

agencies atid pass-through entitics and is not intended to be and should not be used by anvone other than those
specificd parties,

d{umge&dmu!d. %

ANDERSON, TACKEMAN &£ COMPANY, PL.C
Certified Public Accountanis
Iron Mountain, Michigan

October 31, 2007
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ANDERSON, TACKMAN

& COMPANY, P.L.C.

CLATIFEC PURIC ASSOUNTAR TS

REPORT ON COMPLIANCE WITH REQUIREMENTS AFPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMBE CIRCULAR A-133

Board of £ducation

Gogebic-Ontonagon Intermediate School District
Bergland, Michigan

Compliance

We have audited the compliance of Gogebic-Ontonagen Intermediate School Disirict with the types of
compliance requirements described in the “U.S. Office of Management and Budget (OMB) Circular 4-133
Compliance Supplement” that are applicable to each of its major federal programs for the yvear ended June 30,
2007, Gogebic-Ontonagon Intermediate School District’s major federal programs are identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to gach of jts major
federal programs is the responsibility of Gogebic-Ontonagon Intermediate School District’s management.

Our responsibility {s to express an opinion on Gogebic-Ontonagon Intermediate Schoal District’s compliance
based on our audit.

We conducted our audit of com pliance in accordance with auditing standards generally aceepted in the United
States of America; the standards applicable to financial audits contained in Governmeny Auditing Standards,
issued by the Comptroller General of the United States; and OME Circular A-133, dudits of States, Local
Govermments, and Non-Profit Organizations. Those standards and OME Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance shout whether noncompliance with the types of
compliance requirements referred to above thal could have a direet and material effect on a major federal
progratn occumed. An audit includes examining, on a (est basis, evidence about Go gebic-Ontonagon
Intermediate School District’s tompliznce with those requirements and petforming such other procedures as
we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our

opinion. Our audit does not provide a legal determination on Gogebic-Ontonagon Intermediate School
District’s compliance with those requircments.

In cur epinion Gogebic-Ontonagon Intermediate School District complied, in all material respects, with the

requirements referred to above that are applicabie to each of its major federal programs for the vear ended
June 30, 2007,

Internal Control Gver Compliance

The management of Gogebic-Ontonagoen Intermediate School District i5s responsible for cstablishing and
mainlaining cffective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In plaining and performing our audit, we considered Gogebie-
Untonagon Intermediate School District’s internal control over compliance with requitements that could have
a direct and material effect on & major federal program in order to determing our audiiing procedures for the
purpose of expressing our opinion on compliance, but not Tor the purposc of expressing at opinion on the
effectivencss of internal control over compliance. Accordingly, we do not express an opinion on the
effectivencss of Gogebic-Ontonagon Intermediate School District’s internal control over compliance.
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CEHUFIED PUBLIC ADCCUMTAMTS

ANDERSON, TACKMAN
& COMPANY, PLC
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133
{Continued)

A contral deficiency in an entity’s internal contral over compliance exists when the design or operation of a
cotitrel does not allow management or employees, in the normal course of performing their assigned
lunctions, to prevent or detect nencom pliance with a type of compliance requirement of a federsl prograrm on
atimely basis. A significant deficiency is a control deficiency, or combination of control deficicncies, that
adversely affects the entity’s ability to administer a faderal program such that there is more than a remote

likelihood that noncampliance with g type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or deteeted by the entity’s internal control.

A material weakness isa significant deficiency, or combination of significant deficiencies, that results in maote
than a remote likelihood that material noncompliance with a type of compliance requirement of a federal
program will not be prevented or detected by the entity’s internal control.

Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not neeessarily identify all deficiencies in internal control that might be
significant deficicncies or material weaknesses. We did not identify any deficiencies in internal contro] over
compliance that we consider to be material weaknesses, as defined above,

This report is intended solely for the information and use ol the sudit committee, management and federal

awarding agencies and pass-through entities and is not intended te be and should not be used by anyone other
than these specified parties.

Mazdmut é. }%

ANDERSON, TACKMAN & COMPANY, PLC
Ceitified Public Accountants
iron Mountain, Michigan

Ctober 31, 2007
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LOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2007

Awarding Agency/
Award Description

GENERAL FIIND

Flow Through - Michigan
_Department of Education

L.5. Bepartment of Education
Even Start
Source Project #060380C081 T0ES
Source Praject #070390030722CES

Title ¥
Source Project #0602 500506
Source Project #0702 500607

improving Teacher Cuality
Source Project #0605200504
Source Project #0705200607

TOTAL MICHIGAN DEPARTMENT
OF EMICATION

Flow Through Department of Education
_Small Bural School Achicvement

Source Project #5138A052654
sSouwrce Project #8358A052654

Flow Through Dickinson-fron 15D

Feaching American History
Source Project #U213X040066

TOTAL GENERAL FUND

Federal

Approved July 1, 20066
Catalog Grant Award Accrued Deferved
MNumber Amount Eeceivable Revenue
84.213
225,000 7,339 -
325,000 . -
450,000 7339 -
34298
G52 76 -
i - -
963 76 -
24 357
18 113
1if -
236 113
451,199 o33 -
8433584
15,560 1,330 -
22,179 - -
37739 1,380 -
B4 215X
48,656 23,684 -
3 537,54 $ 32597 & -

L\ ¥
-\ J
L1

ELWYLNIEI0 2018nd SdiLe3 s
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GEATIFED PUBLIC ACCCLNTANTS

ANDERSON, TACKMAN
& COMPANY, PL.C,

Iy
f g1

June 30, 2007
Prior Year Current Year Current Year  Accrued [ (Deferred)
Expenditures Expenditures Receipts Revenue

225,000 - 7,339
- 225,10 200,757
225,000 225,000 208,096
662 8

662 - 6 -

118 - 118 -

118 - 11§ -

215,780 225,000 208,291 24,243

13,360 - 1,380 -

- 20,656 12,326 5,330

15,560 20,656 13,7406 8,330

23,684 22,592 27,350 18,926

| 5 2654024 ¥ 268,248 § M9 3 51,459

The accampanying notes to the financial statements ate an integral part of this statement,
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GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2007

Awarding Agency/
Aoward Desedption

SPECIAL EDUCATION FUND

Flow Through - Michigan
Diepartment of Cducation

LL.5. Depariment of Education
_94-142 Flow Through
Source Project #0304500405
Source Project #0604500506
Source Project #0704500607

_84-142 Pre-School
Source Project #0604600306
S3ource Propect #0704600607

Infant & Toddier
Source Project #061 340190
Source Project #071340190

Special Education State Initiated
Source Project #060490TS

Source Project #060430EQSD
Source Project #0704907T5
Source Project #0T0450E080

TOTAL MICHIGAN DEPARTMENT
OF EDUCATION
Flowthrough Marquetie-Alger 15D
UF Cares Grant

Source Project #06040031351
Sopurce Project #0704703D5)

Medicaid Cutreach

TOTAL SPECIAL EDUCATION FUND

Federal Approved July 1, 2006
Catalog Grant Award Accrued Deferred
Numbar Amount Receivable Revenue
&4 027
5 635,710 5 18,16l 3
669,765 139,337
657,760 -
1,983,238 157 498
B4.173
22,583 3,574
21,947 -
44,530 3.5
E4.181
74,236 4],324
70,564 -
144,833 41,324
84027
60,000 22473 -
45,000 2,475 -
&0,000 -
43,000 - -
210,000 24,043
1382 601 227344 -
E4.027A
10,514 6,093
1,431 -
11,845 6,093 -
93,778 26,623 - -

F 2421159

£ 2134

L\ ¥ J
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ANDERSON, TACKMAN

& COMPANY, PL.C.

June 30, 2007

CEHTIFIED FUBUS ACCOUMTAMTS

Prier Year Cwirent Year Current Year  Accrued / (Deferred)

Expenditures Expenditures Feceipts Revenuc

b T B - B 18,161 -

646,603 23,163 162,502 -

- 607 582 482,273 123,309

1,302,313 630,747 562,936 125,309

22,5¥3 - 3574 -

- 21,947 21413 534

22,583 21,947 24,987 534

57,399 16,840 58,164 -

- 38,047 39,262 19,385

37,3940 75487 07426 19,383

60,000 22473 -

45,000 - 2475 -

- SH000 49,704 10,291

- 45,000 40,500 4,500

105,000 15,000 115,157 14,791

1,487,295 H33,181 Q030 140,019

&,093 4,421 10,514 “

- 1,431 7H 1.211

6,093 5,852 10,734 1,211

- 16,623 26,623 -

$  1.493,388 5 865,656 3 937,862 161,230

The accompanying notes to the financial statements are an integral part of this statement.
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GOGEBIC-ONTONAGON INTERMEDIATE SCHOOL DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2007

Awarding Apency/
Award Deseription

VOCATIONAL EDUCATION FIIND

Flow Through - Michigan
Depariment of Education

L5, Department of Education
Regional Allocalion
Souree Project AQ635206012-1
Source Project A0T33207012-1

Mocationa! Education Tech-Prep
Education

Source Praject #0633406014-1

Source Project #0735407014-1

TOTAL MICHIGAN DEPARTMENT

OF EDUCATION / ¥OC ED FUND

TOTAL ALL FUNDS FEDERAL
FINANCIAL AWARDS

Federal Appraved July 1, 2006
Catalog Grant Award Accrued Deferred
MNumhber Amonnt Receivable Revenue
840438
134,757 24,937 -
120,19] - -
254 948 24,937 -
B4.243
72,503 IRA10 -
04,732 - -
137,235 JE 410
392,183 63,347 -
$ 3330946 ¥ 329,351 5 -

. L J
I
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CERTIFIZ0 PLBLIC ACCOUNTANTS

ANDERSON, TACKMAN
& COMPANY, PL.C.

F 51
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Aau

-

i

The accompanying notes to the financisl statements are an integral part of this statement,

June 30, 2007
Prior Year Current Year Current Year  Accrued f (Deferred)

Expenditures Expenditures Eiceipts Hevenue

134,757 - 24,937 -

- 120,141 114,453 5,733

134,757 120,151 135,390 5,738

72,503 - 38410 -

- 64,732 31,231 13,501

72,503 64,732 89,641 13,501

207,260 34,923 229,031 19,23%

3 1965672 % 1318827 § L416,240  § 231,%68
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ANDERSON, TACKMAN

& COMPANY, P.L.C.

CEATIEED PLUBLIC ASTOUNTANTS

GOGEBIC-ONTONAGON INTERMEIMATE
SCHOOQL DISTRICT

NOTES TO SCHEDULE OF FEDERAL FINANCIAL AWARDS
For the Year Ended June 30, 2007

NOTE I - SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal awards is a summary of the activity of Gogebic-
Ontonagon Intermediate School District's federal award programs and presents transactions that are
incloded in the financial statements of the District presented on the accrual basis of accounting, as
contemplated by acconnting principles generally accepted in the United States of America.

NOTE 2 - FOOD DISTRIBUTION

Non-monetary assistance is reported in the schedule using the Revipient Entitlement Balance Report and
other districl records, Spoilage or pilferage, if any, is included in expenditures.

NOTE 3 - COST REPORTS

Management has reported the expenditures in the Schedule of Expenditares of Federal Awards equal to
those amounts reported in the annual or final cost reports.

NOTE 4 - GRANTS SECTION AUDITORS’ REPORT

Managementhas utilized the Grants Section Auditors’ Report {(Form R7120} in preparing the Schedule of
Expenditures of Federal Awards.
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ANDERSON, TACKMAN

& COMPANY, PL.C.

CERT'FIEL FuBLIC ACCOURTANTE

GOGEBIC-ONTONAGON INTERMEDIATE
SCHOOQL DISTRICT

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2007

A. SUMMARY OF AUDITORS RESULTS

L.

e
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=

bl
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The anditors' report expresses an unquatified opinion of the general purpose financial stalements of
Gogebic-Ontonagon Intermediate Schaol District.

- There were no reportable conditions relating to the audit of the general purpose financial statements,

- There were no instances of noncompliance material 1o the general pusrpose financial statements of

Gogebic-Ontonagon Intermediate School District,

. There were no reportable conditions relating to the audit of the major federal award programs as

teported in the Report on Compliance with Requirements Applicable to Each Major Program and
Intenal Control over Compliance in Accordance with OMB Cizcular A-133.

- The auditors' report on compliance for the major federal sward programs for Gogebic-Ontonagon

Intermediate School District expresses an unqualified opinion.

There were no audit findings relative to the major federal award programs for Gogebic-Chntonagon
Intermediate School District.

The programs tested as major programs included: CFDA No. 84.213 Even Start and CFDA No,
24.048 Regional Allocation.

. The threshold for distinguishing Types A and B programs was 300,000,

Gogebic-Ontonagen intermediate School Districl was deterrnined to be a low-risk anditee,

B. FINDINGS — FINANCIAL STATEMENT AUDIT

1. There were no findings or questioned costs.

C. FINDINGS AND GUESTIONED COSTS - MAIOR FEDERAL AWARD PROGRAMS AUIIT

1.

There were no findings or questioned costs.

D. SUMMARY OF FRIOR FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD
PROGRAMS AUDIT

There were no prior findings or questioned costs.






